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FROM EMBASSY COMMERCIAL COUNSELOR 

E.O. 11652: N/A 
TAGS: ETRD, GATT, BR 

SUBJ: GATT ARTICLE XXVIII NEGOTIATIONS - BRAZIL 
REE: GENEVA 8588, STATE 144731 

1 . WITHIN THE VERY SHORT DEADLINE GIVEN US WE HAVE NOT BEEN 
ABLE TO PERFORM A VERY THOROUGH ANALYSIS OF THE BRAZILIAN 
OFEER LIST, BUT HAVE ONLY BEEN ABLE TO COME TO CERTAIN TEN- 
TATIVE CONCLUSIONS BASED ON OUR OWN KNOWLEDGE OF BRAZILIAN 
INDUSTRIAL TRENDS, MARKET RESEARCH STUDIES, IMPORT STATISTICS, 
AND A FEW CONSULTATIONS WITH TRADE SOURCES. A EEW GENERAL 
OBSERVATIONS ABOUT THE BRAZILIAN OFFER MIGHT BE OF INTEREST. 
ONE IS THAT THE BRAZILIAN "CONCESSIONS" INVOLVE MAINLY 
PRODUCTS WHICH ARE NOT PRODUCED IN BRAZIL OR ARE PRODUCED 
IN BRAZIL BY U.S. AND OTHER FOREIGN-OWNED FIRMS. 
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2. ANOTHER OBSERVATION-EVEN LESS SURPRISING-IS THAT THERE 
IS A CLEAR RELATIONSHIP BETWEEN THE LEVEL OF BINDING 
OFFERED AND THE PROSPECTS FOR BRAZILIAN PRODUCTION. THUS, 
WHERE THE PROPOSED BINDING LEVEL IS SUBSTANTIALLY HIGHER 
THAN THE CURRENT TARIEF LEVEL, E.G. 45-50 PERCENT COMPARED 
WITH A CURRENT LEVEL OE 15-20 PERCENT, IT IS ANTICIPATED 
THAT DOMESTIC PRODUCTION WILL SATISFY THE ENTIRE NATIONAL 
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DEMAND WITHIN THE NEXT EIVE OR SIX YEARS. PRESUMABLY 
THE PROPOSED BINDING LEVEL IS ONE THAT WOULD NOT PREVENT 
THIS PLANNED ELIMINATION OE IMPORTS. WHERE THE PROPOSED 
BINDING LEVEL IS EQUAL TO OR SLIGHTLY ABOVE OR BELOW THE 
CURRENT TARIFE LEVEL THERE IS SOME LOCAL PRODUCTION, BUT 
A SITUATION OF SELF-SUFFICIENCY IS NOT ENVISAGED. IN 
THE ONE CASE (ROTARY PRINTING PRESSES) IN WHICH THE PRO- 
POSED BINDING IS SUBSTANTIALLY LOWER THAN THE CURRENT 
TARIFE, THERE IS NO DOMESTIC PRODUCTION AND THE GOB 
PROBABLY DOES NOT EORESEE ANY POSSIBILITY THAT THERE WILL 
EVER BE ANY. THUS THE BINDINGS OEEERED IN THE EIRST 
CATEGORY, AT THE PROPOSED LEVEL, ARE PROBABLY OP LITTLE 
IP ANY VALUE, AND THE REDUCTION OFPERED IN THE THIRD 
CATEGORY ALSO UNLIKELY TO HAVE ANY EFPECT ON THE VOLUME 
OP IMPORTS. OUR COMMENTS ON SOME OP THE ITEMS IN THE 
BRAZILIAN LIST FOLLOW. THE ITEMS ON WHICH WE MAKE NO 
COMMENT ARE ACCEPTABLE, IP NOT EXCITING. 

3. APPLES AND PEARS. THE BRAZILIAN OPFER OP QUOTAS TOTAL- 
LING 7,000 TONS FALLS SHORT OF OUR REQUEST POR A COMBINED 
QUOTA OP 10,000 TONS. FURTHERMORE, THE PROPOSED AUGUST- 
NOVEMBER PERIOD IS NOT GOOD POR US NOR DOES IT CORRESPOND 
TO THE PERIOD WHEN ARGENTINE SUPPLIES TO THE BRAZILIAN 
MARKET ARE MINIMAL (SEPTEMBER THROUGH FEBRUARY). SINCE 
THE LARGEST PORTION OP THE U.S. APPLE AND PEAR HARVEST 

IS IN LATE SEPTEMBER, AUGUST IS OP NO INTEREST TO US 
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AND IT WOULD BE DIPPICULT POR SOME U.S. SHIPPERS TO SHIP FOR 
DELIVERY BEFORE THE END OP NOVEMBER. THEREPORE, THE 
PERIOD OP THE U.S. QUOTA SHOULD BE SEPTEMBER THROUGH 
DECEMBER OR JANUARY. OF COURSE, THE ACTUAL VALUE OF ANY 
BRAZILIAN "COMPENSATION” IN THIS AREA IS GREATLY REDUCED 
SO LONG AS IMPORTS FROM THE U.S. ARE SUBJECT TO THE 100 
PERCENT PRIOR DEPOSIT WHILE IMPORTS PROM ARGENTINA ARE 
EXEMPT. 

4. PETROCHEMICAL PRODUCTS. PLANS ARE POR DOMESTIC PRODUC- 
TION OP POLYISOBUTADIENE RUBBER AND PROPYLENE 

OXIDE TO EXCEED DOMESTIC CONSUMPTION BY 1982. WE SHOULD 
SEEK A BINDING AT A 30 PERCENT LEVEL POR THESE ITEMS, AS 
WELL AS POR VINYL ACETATE AND ADDITIVES POR LUBRICATING 
OILS. THE 30 PERCENT LEVELS ARE ACCEPTABLE FOR TETRAETHYL 
LED AND POLYCHLOROBUTADIENE RUBBER. 

5. SELF-PROPELLED CRANES (84.22.09.00). THIS ITEM HAS 

BEEN AN IMPORTANT U.S. EXPORT IN THE PAST, BUT BRAZILIAN 
IMPORTS HAVE BEEN DELCINING DURING THE PAST THREE YEARS, 

IN PART BECAUSE OP A TEMPORARY SLACKENING OP ACTIVITY IN 
THE MINING AND CONSTRUCTION INDUSTRIES AND IN PART BECAUSE 
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OF GROWING DOMESTIC PRODUCTION BY ONE U.S. AND ONE 
BRAZILIAN EIRM. THIS ITEM COULD BE OE INTEREST IE DE- 
MAND PICKS UP IN THE FUTURE. WE SHOULD TRY TO GET A 
BINDING AT 30 PERCENT. 
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6. ROTARY PRINTING PRESSES. AS INDICATED IN PARA 2 ABOVE, 
THE PACT THAT THE GOB IS WILLING TO OPPER A SUBSTANTIAL 
RREDUCTION ON THIS ITEM PROBABLY MEANS THAT IT IS OP NO 
VALUE TO US. 

7. VALVES OP COPPER/ AND ITS ALLOYS (84.61.03.02). THERE 

IS SOME LOCAL MANUPACTURE OP THIS ITEM, IN GOOD PART BY 
U.S. SUBSIDIARIES. WE SHOULD ATTEMPT TO OBTAIN A 35 PERCENT 
BINDING. 

8. ELECTRICAL ITEMS. THIS IS AN AREA OP INTEREST TO US. 

THERE IS SOME LOCAL PRODUCTION, BUT IMPORTS ARE STILL SUB- 
STANTIAL AND THE U.S. SHARE IS HIGH. WE WOULD SUGGEST 
TRYING TO GET A 45 PERCENT BINDING FOR 85.19.01.02 AND A 

30 PERCENT BINDING POR 85.19.07.99. THE OTHER OPFERS IN 
THIS CATEGORY ARE SATISPACTORY. 
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9. OPTICAL PHOTOCOPYING APPARATUS. THE U.S. HAD 86 PERCENT 
OF THE IMPORT MARKET FOR THIS EQUIPMENT IN 1975. HOWEVER, 
TWO U.S. FIRMS HAVE BEGUN LOCAL PRODUCTION AND THE GOB 
MIGHT BE TEMPTED TO PROTECT AND ENCOURAGE THIS PRODUCTION 
BY RAISING DUTIES. THUS A BINDING WOULD BE IN OUR INTEREST. 

WE SHOULD ASK EOR 30 PERCENT, BUT SETTLE FOR 40 IF 
NECESSARY. 

10. SUGGESTIONS FOR OTHER CONCESSION REQUESTS. IN 

THE CASE OE COMPUTERS, PERIPHERAL EQUIPMENT, AND COM- 
PONENTS, IMPORT DUTIES ARE NOT A MAJOR BARRIER, BUT THE 
IMPORT QUOTA RESTRICTIONS ADMINISTERED BY THE GOB DATA 
PROCESSING CONTROL AGENCY CAPRE ARE A BARRIER. IT 
WOULD BE VERY MUCH TO OUR ADVANTAGE TO HAVE THE 
QUANTITATIVE IMPORT RESTRICTIONS ELIMINATED AND THE 
CAPRE IMPORT LICENSING MADE AUTOMATIC. 

A SOMEWHAT SIMILAR SITUATION EXISTS WITH RESPECT TO 
SPECIALTY STEELS, WITH IMPORT QUOTAS ESTABLISHED AND 
ADMINISTERED BY THE STATE STEEL HOLDING COMPANY CONSIDER. 
TELLER 
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